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Estimation of Aggregate Supply Response Equations
Abbreviation Aggregate 
Output 
Price 
Agricultural 
Wage
Aggregate
Output
Fertilizer Use
Lagged year predicted real aggregate output price 
index
X+ X + X +
Real price of fertilizer (rupees per ton) X+ X X - X -
Predicted real agricultural wage (rupees per day) X+ X- X
Real international food price index X+
Lagged year total road length (Km per net sown 
area)
X- X X+ X+
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Lagged year commercial banks branches  per net 
sown area
X X+ X+
Lagged year market density per net sown area X+ X X + X +
Canal irrigation (percent of net sown area) X X+ X+
Rural literacy (percent of total rural population) X X + X +
HYV area as percent of gross sown area X X+ X+
Irrigated area percent of net sown area X+ X+ X+
Tractors per net sown area X X+ X+
Agricultural population per square kilometer 
geographical area
X-
Percent urban population per district X+
Kharif rainfall (mm) X- X X+ X+
Deviation of kharif rainfall from normal X+ X - X- X-
Year (1970-71 to 2007-08) X+ X X+ X+
Estimation of Real Investment Equations
Abbreviation Tractors Pumpset Agricultu
ral 
workers
Cropping 
intensity
HYV
Lagged year real aggregate output price 
index X+ X+ X+ X+ X+
	"=
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	
#
"7
)%	
Predicted real agricultural wage (rupees 
per day)
X+ X- X+ X-
Total road length (Km per net sown area) X+ X+ X X+ X+
Commercial bank branches per net sown 
area X+ X+ X+ X+ X+
Market density per net sown area X + X + X+ X+ X+
Canal irrigation (percent net sown area) X+ X+ X+ X+ X+
Rural Literacy (percent Rural Population) X + X + X+ X+ X+ 
Year (1972 to 2007) X+ X+ X+ X+ X+
Regression Estimates of Aggregate Supply Response Model-Three Stage Least Square
Variables Output Price
Agricultural 
Wages
Aggregate 
output
Fertilizer 
Use
Constant -2.026* -3.906* 1.412* -0.645
Dummy for Rayalaseema -0.0769*** 0.028 -0.102* 0.031
Dummy for Telangana -0.545* 0.166* -0.417* 0.154**
Predicted Real Aggregate Output Price T-1 0.099* 0.200* 0.007
Real Price of Fertilizer -0.067 -0.048 -0.007 0.023
Predicted Real Agricultural Wage 0.488* 0.289* 0.669*
Real International Food Price Index 0.054*
Total Road Length T-1 -0.236*
Total Road length T-2 0.086*** 0.209* 0.729*
Commercial Bank Branches T-1 0.034**** 0.010 0.286*
Market Density T-1 0.170* -0.022 0.112* -0.036
Canal Irrigation 0.045* 0.009* -0.063*
Rural Literacy 0.084*** -0.065* 0.307*
HYV Area 0.001 0.033* 0.419*
Irrigated Net Sown Area 0.088* 0.049* 0.262*
Tractors per Net Sown Area -0.037** -0.005 0.196*
Agricultural Population per geographical area -0.003
Percent urban population per district 0.096*
Kharif rainfall(mm) -0.033* 0.003 - 0.106*
Deviation of kharif rainfall from  its normal -0.006**
Year 1970-71 to 2007-08 0.014* 0.016* 0.011* 0.006****
R^2 0.603 0.749 0.726 0.915
Note: *, **, ***, **** are level of significance at 1,5,10,and 15 percent respectively
Regression Estimates of Real Investment Model- Single Equation Fixed Effects
Variables Tractor Pumpset
Net 
Irrigated 
Area
Agricultural 
Workers
Cropping 
Intensity
HYV 
Area
Real Aggregate Output Price 0.107** -0.115* 0.037** 0.201*
Real Aggregate Output Price T-1 0.299* 0.041 0.067****
Predicted Real Agricultural Wage 3.775* 0.521 2.574* 0.201 -5.109*
E
	/	

Road Length per Net Sown Area -0.315 -0.221 -0.248** 0.198** -0.015 0.661*
Commercial Banks per Net Sown Area 0.459* 0.613* 0.059 0.162* 0.013 1.344*
Market Density per Net Sown Area 0.561** 0.472* 0.199*** 0.049*** 0.013 0.045
Canal Irrigation Percent 0.049 0.069**** 0.064** -0.035*** 0.003 0.100
Rural Literacy Percent -0.292 0.493** 0.328** 0.076 0.022 1.162*
Year 1970 - 71 to  2007-08 -0.074 -0.044 -0.302* 0.011 0.009 0.174*
R^2 0.959 0.958 0.959 0.941 0.852 0.936
Note: *, **, ***, **** are level of significance at 1,5,10,and 15 percent respectively
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